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Commissioner James H. Quello
Federal Communications Commission
1919 M Street NW -- Room 802
Washington, D.C. 20554

RE: Bundling of Customer Premises Equipment and Interex j CC
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Dear Commissioner Quello:

.We understand that the Commission will soon consider the Interexchange
Market Order. In the Notice, the Commission proposed to eliminate its long-standing
requirement that interexchange carriers separate the provision of regulated transmission service
from the provision of unregulated customer premises equipment ("CPE"). The undersigned
associations -- which represent independent manufacturers, enhanced services providers,
equipment retailers, business users, and small to medium-sized interexchange carriers -- urge
the Commission to reject this proposal.

The Commission has repeatedly recognized that the CPE No-Bundling Rule
serves the public interest by ensuring that users are able to choose from a wide selection of
CPE provided by carriers, retailers, and independent manufacturers. Indeed, an order issued
just last year reiterated "the Commission’s longstanding commitment to the policy of
unbundling and to the benefits produced by that policy. . . . [A]lny proponent seeking to
modify this policy," the order continued, "bears a heavy burden to justify the necessity of that
modification.” Verilink 1. BO Order, 10 FCC Rcd 8914, 8921 (1995).

The proponents of eliminating the No-Bundling Rule in the interexchange market
plainly have failed to carry the "heavy burden" required. To the contrary, the record in
support of "rebundling" CPE into the network is remarkably thin. There simply is no
significant demand by users or carriers, nor any other compelling reason, to eliminate this
highly beneficial Rule. The Commission cannot abandon one of the most successful policies
on the basis of such a meager record.

The fact that the level of competition in the interexchange market has increased
in the years since the No-Bundling Rule was adopted does not provide a basis for elimination
of the Rule. Today, as a direct result of the No-Bundling Rule, the CPE market is
substantially more competitive than the interexchange market: while there are only a handful
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of major IXCs, there are dozens of independent CPE manufacturers. Because these
manufacturers compete vigorously to meet the needs of end-users, they have been the
consistent source of innovation in the equipment market. If IXCs are permitted to bundie CPE
into their transmission service offerings, however, many of these manufacturers are likely to
be forced out of the market. Elimination of the No-Bundling Rule also would foreclose
independent consumer electronics retailers from a significant portion of the CPE market. The
end-result would be less competition, less innovation, and less user choice.

Even if the Commission has doubts regarding the continued benefits of the No-
Bundling Rule, it should not act on this issue at the present time. During the coming years,
the competitive structure of the telecommunications market is expected to change substantially.
Until the Commission has a better understanding of those changes, it cannot make an accurate
assessment of the long-term costs and benefits, if any, of eliminating the No-Bundling Rule.

‘The Telecommunications Act provides that, beginning in 1998, the Commission
must conduct a review of its rules every two years. The biennial review would provide an
appropriate occasion for a comprehensive review of the No-Bundling Rule. At that time, the
Commission will be able to assess the effects that the Telecommunications Act has had on the
level of competition in the interexchange and CPE markets. The Commission also will be able
to compare the experience in two related markets: cellular CPE, which the Commission has
allowed to be provided on a bundled basis, and cable CPE, which (pursuant to Section 304 of
the Telecommunications Act) will have to be provided on an unbundied basis.

The undersigned associations are prepared to provide the Commission with any
needed assistance in its review of the No-Bundling Rule. Please do not hesitate to call on us.

Sincerely,
INDEPENDENT DATA INFORMATION TECHNOLOGY
COMMUNICATIONS ASSOCIATION OF AMERICA

MANUFACTURERS ASSOCIATION

/M BY: ek ULl SS

Maura Colleton

j nathan Jacob Nadler

quire Sanders & Dempsey Vice President -- ISEC Division
1201 Pennsylvania Avenue, N.W. 1616 N. Fort Myer Drive
Washington, D.C. 20044 Arlington, Virginia 22209
202-626-6838 703-284-5344

Counsel to IDCMA
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CONSUMER ELECTRONICS
RETAILERS COALITION

John W. Pettit

rinker, Biddle & Reath
001 15th Street, N.W,
Washington, D.C. 20005
202-842-8813

Counsel to CERC

AMERICA’S CARRIERS
TELECOMMUNICATION ASSOCIATION

BY: Zécfz{ M. Wcﬂmjf//

Robert M. McDowell %(/
Helein & Associates, P.C.

8180 Greensboro Drive

McLean, Virginia 22102
703-714-1300

Deputy General Counsel
to ACTA

cC: Lauren J. Belvin
William Caton

NATIONAL RETAIL
FEDERATION

nior Vicé President
325 7th Street, N.W.
Washington, D.C. 20004
202-626-8126



